Volume 4
Processing Aid and
Managing FSA Funds
Table of Contents

INEFOAUCTION ettt a s s s s s ass s s s s ssssssssssnsssssssnsanses 4-1
Chapter 1—Requesting and Managing FSA FUNAS .......covrvenneneneninenesssensesssesssannns 4-3
Purpose of Cash Management REGUIALIONS .........cccueereenriensrnssnsssssssssssessssssssssssssssssssssssssssssssssssssssssssssssens 4-3
EDCAPS AND G5 ...cesisisisieiessessessesstsststs st sssssssssssssssssssssssessssstssssssssssssssssssssssssssssassessssssssssssssssssssssssssss 4-4
EDCAPS .ceeeseveseessrsssisssisssisssissssssssssssssssssssasssssssssssssssssssssssssssssssssssssssssssssssssssssssssasssns 4-4
G5 OVBIVIEW.cucuunenreereeeeeesesesesessessessessesssessensessesstssssssssssssssssssensessessssnssnssssassassasessessessess .. 4-4
ACCESSING G5ttt sssassasessessessssssssssassassassasesses ..4-5
Setting Up BANK INFOIMALION ......cveveerrerrreerrsrrsiessessssssssssssssssssasssssssssassssssasssans w45

ACH oottt siss s sass s ssse s asse s e s AR SRR SRR SRR 4-5
FEDWIRE ..ot sisssissssssssssiss s sssssassssssasssasassssssssssessssssssssssesssessssssssesssassnsssssesssessssssssesssessssssssssssssssass 4-6
ObtAINING A USEI ID AN PASSWOIU ...ccveeerereesrrrireersiseisssissessissenssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssasssssses 4-7
Using the USEr ID AN DASSWOIT .......c.oevevverererrnessississsssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssens 4-7
PrOJECHING CASN NEOUS ..o ierressessissessisssssssssssssssssassssssssssasssssassssssssssassssssssssssssssssssssssssssasessssssessssssssssessssssssasssssees 4-8
IMIMEOAIALE NEEU ...ttt st s st s s s bbbttt 4-8
TIMUNG ISSUEBS ueeeeeneeresiesisesesissasesesssseassssssaseastsssssasasssssssasssssssasessssssssassasssasssssssssassssssssssasssasessssssssassasssssssasssssssssenes 4-9
RECOIAING DAYMENLS. ...ttt ss s sttt st bbbt sttt sttt bntas 4-9
Delayed, denied, Or reduced PAYMENT FEGUESES ........c.vvereeveiserrerseirsissississssssssssssssssssssssssssssssssssssssssssssssssssssssssassasssssssess 4-9
AWATA PEIIOTS......oueueeueeneeneeetuseieeisetisesssesssesssease s s sssesssesssesasesssesssessssssesssesssesssesasesssesssessssssssssssssesssesssesssesssessssssees 4-9
PerfOrMANCE PEIIOM. ...ueeeeeereesreerierresresressessnsinsssssssssssisssssassassasssssssssssssssssassassassansens 4-10
LiQUIAQTION PEIIOM....cvucrrererrrrssississiessessesssssssssisssssssssssssssassasssssssssssssssssssasssssassassassens 4-10
SUSPENSION POIIOMU. c.ceeeeeeereereerrerrrsresiesseesiesssssssssessssasssssssssassssssassasssssssassssssassanes 4-10
ClOSEOUL POIIOM. c.u.ocvesvesrerrrrsrsrississississssssssssassasssssissssssssasssssassassasssssssssssssassassassassasses 4-11
Drawing DOWN FSA FUNGS ....uvuireirereieiseiseisiseisssssisesssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssans 4-11
The methods under which the Department provides Title IV funds t0 SCROOIS........cveeveveerrvsrerrerresrnrssinsisssessesens 4-11

Advance payment method

Drawing down funds in the Pell and TEACH Grant Programs................u.eevesreseessnnes 4-12
Drawing down funds in the Campus-Based Programs.............o.ooonsressnssenssessessens 4-12
Drawing down funds in the Direct LOAN PrOGIAM .........eeeeeereeseesrensssnsssssessessessassassanees 4-12
Graphic, The Reimbursement and Heightened Cash Management Payment Methods......................... 4-13
Maintaining and ACCOUNTING fOr FUNAS ....cveireircineessessesssessssssississsssssssssssssssssssssssssssssssssssssssssssssssssess 4-14
When a school does not maintain a separate ACCOUNt .........ouevreveerrnererssssssesessnseneens 4-14
Separate DePOSITOrY ACCOUNT ... iriririeireisessessessessesesessssssssssssssssssessssssssssssssssssssssssssssssssssssssssssssssassssssssses 4-14
Bank account notification reQUIreIMENLS...........wveeeresrenressnsnsssssssssssissssssessansens 4-15

FSA HB July 2016




Volume 4—Processing Aid and Managing FSA Funds, 2016-2017

Interest—bearing Or INVESEMENT ACCOUNT ......vvvvveererresresssisssssssssssississssssssssssssssssssssssssssssssssssssssssssasssssssssssssassassasss 4-15
Additional Perkins LOAN FEQUITEIMENTS .........wuuvvervvererrereissessisessssssssssssssassssssssssssssssasssssssssssssssssssssssssssssssssssssssssssasssns 4-16
EXCESS CASN ettt tsse s ssse b bt a s st s bbb bbbt sttt 4-16
AllOWADIE €XCESS CASN LOIBIANCES ...t ssesss s ssesss s st ssssasesssessesasesssssssasees 4-17
Consequences for MAiNtAINING @XCESS CASA ..uuvuvvuvvriererrerrisrssssississssssissssssssssssssssssssessssassassssssssssssssssssassassassasssssseses 4-17
Deadlines by which funds must be returned to avoid excess Cash PENGAILIES..........oweorrverrrreerseeresseersrsssessesssssenns 4-17
AdMIiNiStrative COSt AIOWANCE (ACA) .o eeeeeteeeteseeesesessssssssssasssssesessssssesessssssssnsasssssesassesssssesssssaen 4-18
A School’s Fiduciary RESPONSIDIITY .....cccuriurrinririeriieiniissinississssisnssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnes 4-19
ACCOUNEING AN FISCAI TECOIUS ..uneeeeeeeeeereireersersersesissssssesssssssssssesssesssessssssssessssssssssssessssssssssssssssesssssssssssssssnsssssssanes 4-19
Garnishment of FSA FUNAS iS PrORIDITEA ...t iseeseeseisessssssssssesssesssssssesssesssssssees 4-20
Escheating of FSA FUNAS iS PrONIDItEM ........ceevrevrenrrseesscssessesssssisstsssssssssssssssssssssssssssssssssssssssssssssssssssssanns 4-20
Chapter 2—Disbursing FSA FUNAS ...ttt essssssasssssssssssssssssassnes 4-21
INOTIICATIONS ..ottt bs st ss e st bbb bR et bbbt st as s s sssesases 4-21
NOLIfICALION OF AISDUISEMENT ... sissessesssessssssssesssessssssssssssssssssssesssassssssssesssessssssssssssessssssasesssassaes 4-21
GENCIAI NOLITICALION ...ttt s s s s st st st s bbb bentes 4-21
Loan and TEACH GIANTE NOIICALION......euuvereerererserseeisseisssisesssesisssssesssessssssssssssssssssssssssssssssssssesssesssssssssssssssssssnsessssssnses 4-21
AULNOTIZATIONS ..ottt sississs st ssse s s s s s s sssesasesasessse bbbt s s s s s s bbb ssssasesane 4-23
Using electronic processes for notifications and QUEROTZAtIONS.............cwvvereersverssseenssessesssesssssssssssssssssssssssssassssees 4-25
Limitations on using power of attorney in disbursing FWS and Perkins funds 4-26
INSTIEUTIONAI CNAIGES ...ttt ssss s ssss e sssssssssssssssss s sssssssbsssssssssssssassssssssssssssnsnns 4-27
Institutional vs. NONINSEIEULIONGI CRAIGES .....cuueuueeneeeeeeeireireeisesseissesssssssesissssssssssssssssssssssssssesssssssssssssssssssssssssssases 4-27
Chart, Three Principles Associated with INStitUtioNal CRGIGES.............ccweeeerereiseressiesississsssisssssassassassssens 4-28
APPOrtioning ANd PrOrGING CAGIGES ......eveveveereeseisessissississississsssssssssssssissssssssssssssssssssssssssssssssssssssssassasssssssssssssssssses 4-29
Example, Apportioning Charges When a School Posts All Charges to the Student’s
Account During the First Payment Period and the Student Has an FSA LOQN..........ueeeeveveosenversinsanns 4-30
Paying INSTIEUtIONAl Charges ......inireiseiseiseistisesisssisesisessssssssssssssssssssssssssssssssssssessssssssssssssssssssssesssssases 4-32
PAYiNG PASS—TRIOUGN CRAIGES.....ucueoiessierieriseseirsississississsssssssssissssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssassssssssssss 4-32
PQYING DIIOI—YEAN CRAIGES .ot ississsisssssisssasssssssssassssssssssasessssssssasssssasssassssssassssssssssssessssssesasesasses 4-34
Disbursement BY DAYMENTE POIIOU...........vvvvververieriesiinsssinssssissssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssans 4-35
Checking Eligibility at the Time of DiSDUISEMENT .........cerinririsisesiseississsisssisssssesssssssssssssssssssssssses 4-36
Conditions under which a third-party servicer is responsible for confirming a student’s eligibility .............. 4-37
Time Frames fOr Paying FSA FUNAS .......oreennirnrssinssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssens 4-37
Prompt disburs@ment (tRIEE-AAY) FUIS............eeeeeereerireesrisstssieseisstssisssss it isssassssssssssssassssssasssassssssasssassans 4-37
Chart, Defining the Date Of DiSDUISEIMENT .........c.oveeereverereersiisessississsesssssssssssssssssssssssssssssssssssssssssssssssssssssns 4-38
SUBMIEING AISDUISEIMENT FECOIUS ...ueeeeeerrerriesiesiessessisssssssssssssssssissssssassasssssssssssssssssassassassssssessessessssassassassessssssesees 4-39
EQrlY DiShUISEMENTS ...ttt sss st sss s ssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnns 4-39
RETIOACTIVE PAYMENTS ...ttt ssesssssessessssssssassasssssssssssssssssssssssassassasssssasssssanes 4-39
Late DiShUISEMENTS. ...ttt s ssssssesssssssssssesssassssssssssssssesssesssssssesssassssssssssssssssssesssessses 4-40
Conditions fOr A 1Ate AiSDUISEMENT............ceereererreeiseeseiisesisseissesisssissessssssesassssssssssssssssssessssssssssssssssssssessssssasesssassnses 4-40
Late disbursements that must be made vs. late disbursements that may be made..........eoveeorensecrereneen. 4-41
Limitations on making A 1Gte diSDUISEIMENT...........c.vvveervereesiinsnsissississssssssssssassissssssssssssssssssssssssssssssssssssssssssssssssssss 4-42
PAYING G 1ALE AISDUISEIMENT ...t sssssssasssssssssassssssssssssssssssssssssssssasssassssssassssssssssssessssssesssesasses 4-43

FSA HB July 2016



Table of Contents

Chart, Conditions and Limitations ON LAt DiSOUISEMENTS ......oeeeeevveeeeeeeeeeerreeseseeeeeeeeesssesessssessesesssssssssesees 4-44
DiISOUISING FWS WAGES .....ciieiieiseiieiseisisseisessssssssesssssssssssssssssssssssssssssesssssssssssssssssssssssssssssssssssssssssssssssssssens 4-45
CrOSSOVES PAYMENLE POITOMS ...oueevvereersereissessisssississsssessisssasssassssssssssssssssssssssssssssasssassssssassssssassssssssssassssssssssssssssssssssssssesssssasses 4-45
Holding FWS funds 0n DENAIF Of tNE STUAENT............ovveveerererrrssersresstssssssssssssasssssssssssssssasssssssssssssssssssssssssssssssasssssses 4-45
MethOd Of DISDUISEMENT ...t essse s sssessssessssssasessssssssessasessssssasessasssssessasessssssase 4-46
Credit t0 the StUABNT'S ACCOUNT ...ttt ssessstass st bbb st bbb st sastsssbasesassas 4-46
Direct disbursement to the student or parent 4-46
When the Department considers a cCheck to NAVE DEEN [SSUE .........uvuvevervsivrrerronrnsinsinsisssssssssssssessassasssssssssnes 4-47
FSA Credit BAlAnCES ...t esssesessesssssssssssessssssssssssssssssssssessssssssssssssssssesssssssssssesssssssssssssssses 4-48
Example, 14-day Time Frame for Paying Credit BAIANCES ............o.evereneeoveneinsessessinsissississsssssssssssssssssses 4-49
PaYiNg FSA Credit BalanCeS .......iinerensisiiseisissississssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssons 4-50
Paying FSA credit balances bY iSSUING G CROCK........ceeuceeereereevreereeiseiseisesessessessssssssssssessesssssssssssssssssssssssssnses 4-50
Paying FSA credit balances by initiQting QN EFT ........eeeneeoneessensiseissessiseisssisssssisssssssssesssssssssssssasssssssssasssssses 4-50
Special provisions for books and supplies 4-51
Time Frame for Returning an Unclaimed Title IV credit balance ... ncnenennsnsssissssissssnenns 4-53
HOIdING FSA Credit BalanCes..... e iereieiseseisiseiseisssssississssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssens 4-54
Authorization to hold AN FSA Credit DAIANCE ... ssessiessisssssisssassssssssassssssssssassssssssssasssasses 4-55
Schools on Reimbursement and Heightened Cash Management are Prohibited from
HOIAING CrEAIt BAIANCES .....ocvevereereereereesrississiessessissssinsssssssssssssssassassasssssssssssssssssasssssasssssssssssssssassassasssssssssessessessans 4-55
Graphic, Sample Authorization to Hold an FSA Credit BAlGNCe.........eeeeeeeeeeiereesresesissesssessssessssssesans 4-56
When A School Uses Third-Party Servicers to Disburse Title IV Credit Balances by EFT ...........c..... 4-57
Graphic, TRird-party SEIVICEI AGIEEMENLS..........wvveerererrisseseississssesssssssssisssssssssssssssssssssssssssssssssssssssassssssasess 4-58
Schools must provide students a choice of the way they receive Title IV credit balances............ocereerseereenseen, 4-59
Tier One and Tier TWO AITANGEMENTS .....occceeerierresiesrssesssesssssesssssssssssssssssssssssssasssssssssssssssssssssssssssssssssssssassanss 4-61
INEFOGUCEION .ottt st sttt s s s s bbbttt 4-61
TIEE T QITANGEIMENTS. ..ottt sssssssssass sttt s s st st ettt sssans 4-61
Privacy and SECUIILY IN TT QCCOUNTS.....uueueereeerereeseissessiseissesesseasssassssssasstassssssssssssssssasssassssssassssssssssasessssssssasssssanes 4-62
Graphic, Disclosure Requirements Associated with Tier One Arrangements .............e.eeveeseesessessessessenees 4-63
Student access to AN COSLS FOr TT ACCOUNTS ..uueueeneureerereereestsseseisssissiseisssssisssassssssssasssssssssasessssssssasessssssesasess 4-63
Other responsibilities 0f SCNOOIS tNAL OFfEr TT ACCOUNTS.......cvvveerenrnsierresressissssssssssssssssssssssssssessssssasssssssssessssessns 4-64
When a student who has elected to receive direct payments to a T1 account is no longer enrolled............ 4-65
THEE 2 QITANGEMENLS....ceeereerireiresisrssisesississsessssssssssssssssesssssasesssssssssssassssassssssssssassasssssssssssssssassssssssssassssssasssssossssassssssans 4-66
Formula for determining the required level of SChOOI COMPIIANCE .......cueeeveereerrerrrrsrssesiesiessissssssassasssssssssens 4-66
Privacy and SECUIILY iN T2 ACCOUNTS......vvvvverresresessissirssssssssssesssssssssssssssssssssssssssssssssssssssssssssssssssssssssassasssssssssssssssssssssans 4-67
Student access to AN COSLS FOr T2 ACCOUNTS ...ueueeneereesereiseeseisseseisssissississsssisssassssssssassssssssssasssssssssssssssssssssasess 4-68
Other responsibilities 0f SCNOOIS tNAL OFfer T2 ACCOUNTS........vvveevererieriesressissssssssssasssssssssesssssessssssassssssssssssessessens 4-68
When a student who has a T2 account is N0 10NGEr @NTOIIEA...........eeeeveeveeeeererrerrerrisresessssssissssssessssssssssessssseses 4-69
SChoOIs that fall DEIOW thE tNIESNOIA..........ccueeeeeeereesevieeeseiseeisseise e sisessesisssisesssessssssssssssesssssssssssssssssssssssases 4-69
Graphic, Disclosure Requirements Associated with Tier TWO Arfangements ............c.eeeeveeessessessessessenes 4-70
Cobranding of financial accounts that Gre NOt T2 ACCOUNTS .......vvvvevereeerrreserssenssssssssssssssssssssssssassssssssssassssssanss 4-70
School-Issued Stored-Value Cards with No Third-Party Involvement ............nnennennenscnessssnennne 4-71

FSA HB July 2016



Volume 4—Processing Aid and Managing FSA Funds, 2016-2017

Chapter 3—Overawards and OVErpayMeENTs.......cnrneneninsnesssesnsssssssssssssssssssessens 4-73
OVRIAWAITS....ucereueenserneiseieeseessesssesssesssesssesssesss s essssssessse s sas bbbt s et e R bR ase b s st ssess 4-73
POII GIANLS w.evretevrrisrirsiseiseissississsasssssssssasssssssssssssssssssssassssssssessssssssssssassssssssesasssssssssssssssssassssssssssassssssassssssssssssessssssssasesssses 4-74
1raq ANd AFGRANISTAN SEIVICE GIANTS......uevrveerrerrresrirsrnsisssasssssssssassssssssssasssssssssssssssssssssssssssssssssssssssssssssssasssssssssassssssens 4-74
TEACH GEOANTS c.eeerreeeceeersensisessesessssessessssssessessssessaassssssensssssssasesssssssesssssssassssssssssasssssssassassesasessssesssasssssssasssssssssssssssssasens 4-75
When a student has N0 NEEA-DASEU Ql.........cueeeeeeeeeeerrseereesseseessesseiseisseissessesssssssassisesssssssssssssssssssasssassans 4-75
When a student is receiving NEd-DASEA Qd............ceeeeeveereererseerserseesseiserseeissssssssssesssssssssssssssssssssssssssnsssses 4-75
Graphic, Teach Grant Overpayments—-EXAMPIES..........eeeeeeeureeseerereiseeseseisseseseissiseisssssssessesssssssssanes 4-76
CAMPUS—BASEA PrOGIAMS c...oeevereerreerrirrersiessessssssssasssssssssssssssssssssssssssssssssssasssssssssssssssssssssssssssssssssssssssasssssssssssssssssasssssees 4-77
FIWVS PIOGIQIM.cuoevenrisirrrissinsisssissinsissssississssssssssssssssssssssssssssssssssssssssssssssssssassasssssssssssssssssssssssssassssssssssassssssssssssosssssssssosssses 4-77
FSEOG OVOIPDAYMENES ....eeevereerrerrreresissssesessssasessisssssasesssssssssssssssssssssssssssassssssssssassssssssssssssssssssssssssssssssssssssssssssssssssssssass 4-77
DIUFECE LOGNS .t asstsesessessesse s ettt sttt s sttt ettt s ssess 4-78
A resolved overaward may beCOME AN OVEIPAYIMENT .........cvvvvvrrsinsinsinsisssssssssssssssssssssssssssssssssssssssssssssssssassassssssons 4-79
When a Student Fails to BEgin ALEENAANCE ... isssssessssssssssssssssssssssssssssssssssasssnssns 4-80
When a student begins attendance on a less than RAIf-tIME DASIS .........eveoereereereorrrerrnseensissssssessssssssssssssssssssssssssans 4-81
When funds are considered to have been returned for a student who fails to begin attendance...................... 4-81
TreatmMeENt Of OVEIPAYMENTS ...ttt sss s sssssss s s ssssssssssssssssssssssssssssssssssssssssssssssssssssns 4-82
Overpayments for Which the SCROO! IS FESPONSIDIE...........evveereorriererseereissessississsssississeasssssssssssssssssssssssssssssssesssens 4-82
Prohibition on receiving funds for enrollment at more than one school and Potential Overawards (POP)....4-83
Concurrent Enrollment 4-83
Pell Potential Overaward Process (POP) . .- .- 4-84
Overpayments for Which the StUAeNt iS rESPONSIDI............veeveorreereersereissessississsssessisssssssssssssssssssssssssssssssssasesssses 4-86
EXCEPLIONS 10 SEUACNT [IADINTY ...ttt sttt ssesssassssssass s sse st st s s stsss s s sasesasessssans 4-88
Overpayments created by inadvertent overborrowing 4-89
Repayment of the excess loan amount 4-90
Satisfactory repayment arrangements 4-90
Recording student payments and reductions in the Direct LOGn Program..........oeeoseenseonsesseessessesseessens 4-92
RELUINING DIrECE LOAN FUNGS..c.cuvveeererrrreersieseersrsssseesssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssasesssses 4-92
Recording student payments and reductions in the Pell Grant, Irag and Afghanistan Service Grant,

AN TEACH GIANT PrOGIAMS ..c.oeuverereeeseirsersiessissessisssissssssssssssssssssssssssssssssasssasssssssssssssssses 4-93
Reporting Overpayments 10 NSLDS ... enensnisiesesessessessessesssssssssssssssssssssssssssssssssssssssssssssssass 4-94
REfErriNG OVEIPAYMENTS .....cuveeeeeereisiisssisesississesssesssesssssssssssssssssssssssssssssssssssssssssssssssssessssssssssssssssssssssssssssssesssssssns 4-95

Referring overpayments to Debt RESOIULION SEIVICES .........owveveerrrersersrensrissesssnsssssssssasssssassssssssssssssssssssssssssssssasssssses 4-95

School responsibility after referral and accepting payments on referred overpayments .............o.coeveveeeseereenn. 4-96

Responsibilities Of DeDt RESOIULION SEIVICES.........wvrerreerrrsressissesssessssssesssssssssssssssssssssssssssssssssssssssssssssssssssssssssasssssses 4-98
Suggested Format, Information Required When Referring Student Overpayments to

DDt RESOIULION SEIVICES ..ueueereereneeeereeseseseiseaseasesseiseaseissssessessssssasssssssssssesssssssassassssssasessssssssssssesssasssessess 4-99

FSA HB July 2016



Table of Contents

Chapter 4—Returning FSA FUNAS .....rreresieinesiesssiseisssssssssssssssssssssssssssssssssssssens 4-101

RETUINING FUNAS ..ottt sssssss e st ssssssssssasssssssasssssssssssassessssussssssassssessessssasesns 4-101
Returning funds by depositing them in @ SCNOOI ACCOUNT......ueevevrsversriissrssrisssisessssisssssssisssisssssssisssssssssssiens 4-102
Returning funds by depositing them in a federal funds ACCOUNT .........uvovveeeorreereereeersissessiesesssessssssssssssessssssssenes 4-102
Return of Title IV funds when a school does not maintain

0 5eparate federal DANK ACCOUNT.......eeeresresresrsesesssssessssssssssssassssssssssssssessssassassasssssssssessssssassassassasssssssens 4-102
When Funds are Considered to Have Been REtUINEd..........ininennineinsinsinsinsinssssisessssssssssssssssssssns 4-103
Returning Funds From an Audit or Program REVIEW..........c.eerereeneennisesneisesessessssessssssssessessssssesns 4-103
Downward Adjustment of FSA Grant Disbursement Records and Direct Loan Disbursement

RECOIAS REGQUITET ...ttt sssssssssssssssssssssssssssssssssssssssssssssssassssssssssnsssssssssssssssassssssnnes 4-104
ReturnNing Dir€@Ct LOAN FUNAS .......vieiriersiiissississssississssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssens 4-104
Returning FUNAS AFtEr 240 DAYS .......ovrrrerreeeeeesseississsssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssses 4-106

Amending a FISAP After the Close of an Award Year ,or After the December 15,

FISAP COITECHION DOAMIINE......occveseeeeereererrersriesiesressessssisssssssssssssssissassassassasssssssssssssssssassassasssssssssessssassassassassssssessassssans 4-107
Returning Funds through G5 for Both Open and Closed AWArdS ..........coceeremreneenssssssssssessessssssnees 4-108
Returning Funds from FFEL Loans Purchased/Serviced by the Department.........ccoecveceneeenecenne 4-110
Returning Federal Perkins Loan Program Funds to the Department..........covnerrnenercsenernssensenes 4-111
Chapter 5—Reconciliation inthe Pell Grant and Campus-Based Programs.................... 4-113
The Importance of Title IV RECONCIHTAtION........ooeevreeeieercrretetesesiessesssisssssies s sssssssssssssasssssssssassssssassasssens 4-113

Reconciliation and fidUCIAry r€SPONSIDIlItY ..........veovevrseenseererseeississsisssisssisssisssisssssssssssssssssssssssssssssssssssssssssssssssssss 4-113

WHRO is reSPONSIDIE FOr FECONCIIATION .....cuveeeerrerrrrrerrrrernsessessisssessessessssasssssssssssssssssssassassassassssssessessssassassassansassasssons 4-115

Reconciliation and a school’s COOrdiNAtiNgG OffICIAL ...........ccovvvevevsrssiisrssesrssssisssssssssssssssssssssssssssssssssassassssssssseses 4-115

Recommended general reCONCIlIALION PIACTICES .........vvvvrerereereissessissississsssssisssssssssssssssssssssssssssssssssssssssssssasssssssss 4-116

INEEINGAI FECONCIIALION ...vcverrerrereereerrissirsiesresressssississtss s sssssassassassssssssssssssassassassassssssssssessassassassssssssssssassassassassassssnssssanes 4-117

EXTEINIAI FECONCIIATION .o esenseasesssessessesssesssessssasessssasesss e s sasesasesse s essesasesssssssssssssesanes 4-118
Reconciliation in The Pell Grant PrOgram ... issnsissssisssssssssssssssssssssssssssssssssssssssssssssssssons 4-118

RECONCIIING SCROOI-IEVEI AATQ ...ooeeveeereererereirsissississisisessisssssissssssssssssssasssssssssssssssssssssssssssasssssssssssssssassssssssssssssssssns 4-119

Reconciling school-level data with COD Pell GIant dQtQ...........u.ueeeeeeeeeeronesessissiessississsssssssssssesssssessssssssssssssses 4-120
Graphic, Sample Electronic Statement Of ACCOUNT (ESOA)....uvvwerreererernrersrisressessessessessessssssssssassassasssses 4-122

Final Reconciliation of @ Pell GIANT AWAIT YEAL ........ueeveeeeereerrereereinsnsessssssssssssssssssasssssssssssssssassssassassssssesssssessessans 4-123

Data SUDMISSION DEAGIINE .....ueeeeeessresresrsrsissssissississssssssssssssssasssssssssssssssssssssasssssassssssssssssssssssssssssssasssssssssssssssons 4-123

FUNding Cancellation DEAMINE ........eoveeveoreeesereeeseieseissieseisssssissssssssssssssssssssssssssssssssssasssssssssssssssssssssassssssssssasess 4-123
Reconciliation, Records, and Internal Controls in The Campus—Based Programs............cceceeeeneenes 4-124

Reconciliation and the Federal Perkins LOAN PrOGIGIM ...........overeoreeerenseensisseississsesssssssssssssssssssssssssssssssssssssssssses 4-124

Reconciliation and the Federal Supplemental Educational Opportunity Grant Program......................... 4-125

Reconciliation and the Federal WOrk—Study PrOGIAM ........veeveeveosioseissssinssssssssssssssssssssssssssssssssssssssssssssssssssns 4-125
Contact Information for RECONCIAtION.......cccvvevereieerrieeisiserstssissssissssess st sssssssssssssssssssssssssnsans 4-126

FSA HB July 2016




Volume 4—Processing Aid and Managing FSA Funds, 2016-2017

Chapter 6—Reconciliation in the Direct Loan Program.........cvcnecenenessesensesssenns 4-127
Overview of Direct Loan RECONCIHIALION ...t isssssssssssssssssssssssssssssssssssssssssssssssssens 4-127
Graphic, Reconciling ED ANd SCROOI RECOITS ..........ceeeveeeverrrereririsisissississississssesssasesssssssssssssssssssssssassases 4-129
Internal ReconCiliation fOr DIr€Ct LOANS .......cc.vierrerinsissensissenssssissssssssssssssssssssssssssssssssssssssssssssssssssssssssssssns 4-130
Graphic, Discrepancies Between Financial Aid and BuSiness OffiCe........uummrerenreeresressessessessesssssesensanes 4-130
Graphic, Monthly RECONCIlIALION PIOCESS .....c.vvveereersereersissiississississassisssssssssssssssssssssssssssssssssssssssssssssssssssssses 4-132
EXtErNal RECONCHIATION ...ttt s s bt ssss s sssssssbsssssssssssssassssssssssnsasstens 4-132
Documenting MONTALY rECONCIIATION..........vveeveerrrrrrrrrirsississisesisissississsssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssns 4-132
Graphic, The External RECONCIlILION PrOCESS ...........ocvevuerrereerrnenssesssisssssssssssssssssssssssassassssssssssssssssssssssessssases 4-133
Tools and Reports for Direct Loan RECONCITAtION.......cccervreeereerteeeeeeessessssssss s sssssssssssssssssssssssssssssenns 4-134
COD REPOITS ANA WEDSITES ...uveveeerrtsrssrerrersensnssnssssssssissssassassasssssssssssssssssasssssssssssssssessssassassasssssssssssessassassassassassssssses 4-134
COD REPOITS ouverereerssississeressssisssssssssasssssssassssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssossssssssssesssssssssssssssssossssssesss 4-134
COD WEDSILES c.uververisirsisisisesensesssssssssassssssssssssassasssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssasssssasssssssessssssssssens 4-135
DiFECE LOGN TOOIS c..uuvrvesresrerrsrersssssssssssssssssassassassassssssssssssssssssassassassssssssssssasssssassassassssssssessassassassassssssessssassassassassassessssssnes 4-136
The SChOOl ACCOUNT SEALEMENT ...t sssssss st sssssssssssssssssssssssssssass 4-137
CASN SUIMMIQATY coeveesreressersisessississsissesssssssssssssssassssssssssssssssasssasssssssssssssssssasssassssssassssssasssassssssasassssssssasesssssssssssssssans 4-138
Disbursement SUMMAIY DY LOGN TYPE .....cueeeoveueeseiseeseiseissessisseissessessssssssssssssssssssssssssssssssnssasssssssssssssssssssssassssssans 4-138
CASN DELQUL.ceeeeeeeeresierierrerrrrrsrssessisssssssssessssassasssestessssssssassassassasssessesssssassassassssssnssssessessassassassassssssessessessassassassassansssssnes 4-138
Loan Detail/Loan DisbursemMent ACHVItY LEVEL ... cececuseeseisirsirsssisseisssisesisssssssssssssssssssssssssssssssssasssaens 4-138
WOTKING With The SAS ...ttt sssss s st st asessssssssssssssassssessssssassessssasssseses 4-139
Graphic, Reconciling Department and SCNOOI RECOITS ........uuuvereerrerreriesineissisrnssssssssssssssssssssssssssassassanes 4-140
Graphic, EXample Of SAS CASN SUMMAIY ...uueeeereerererrisssessississssssssssssssssssssssssssssssssssssssssssssssssssssssassssses 4-141
Graphic, EXGMPle Of SAS CASN DOLQIL .........ueeeeeeeererrerresiesresiesississsssssssssesssssesssssesssssssassassasssssssassessessssssssssases 4-142
LoaNn Disburse@mMeENnt DELAIl ........coucevreneienireinsinensissisnsssisssssississsssssssissssssssssssssssssssssssssssssssssssssssssssssssssssssssssssons 4-143
Timing issues and the SCNOOI ACCOUNT SEALEMENT .........cevevuveirrinrensersesesessississississsssssssssssssssssssssssssssssssssssssssssssnes 4-143
Graphic, Example of SAS Loan Detail (Disbursement DetQil) ............ceeerveeerrerresrnsessessessessesssssessssssssssanes 4-144
Graphic, Analysis of Sample Loan Disbursement DetQil...............o.uwveoreeosrensrensenssssssssssesssssssssssssssasssanes 4-145
Best Practices for RECONCIIALION ... sssessassssssssssssssssssssssssssssssssssssssssssssssssssssssssees 4-146
Best practices—establisNing PreVeNtivVe PIOCEAUIES............wweeeeesiesresresssssssissssssessasssssssssssssssssssssssassassesssssseses 4-146
Best practices—preparing for MONthly reCONCIHIALION. ...........ovvreerereverersrersiesesssessesssssssssssssssssssssasssssssssssssssens 4-146
Graphic, Sample Internal Report Comparing Financial Aid and
Business Office Data for LOAN DiSDUISEMENTS...........cevrvereererrirseisessisssssssssssssssssssssssssssssssssssssssssssassssssns 4-147
Direct LOAN YEAI—ENA CIOSEOUL ........ceueeeeereesereiseissississsissississssssssisssasssssisssassssssssssassssssasssassssssassssssssssassssssssesassssssass 4-147
Graphic, Sample Report Comparing SAS and School Totals and Documenting Differences............... 4-148
SUMIMATY ceiiieriirinieieieisessesssssesstss st ssssssssssssssssssssssstsstsstastastassassssssssssssssssssesssssessssssssssssssssssssssssssssssssssssssssssssssss 4-149
Graphic, Additional Information About Direct Loan Reconciliation and Direct Loan Closeout .......... 4-151
Graphic, Additional Resources fOr RECONCIlIALION ..........cueeeeveeeevrrerrerrerreresesssssssessissessessessesssssssassassassassesses 4-151

FSA HB July 2016



Table of Contents

Appendix A—ACCOUNTING SYSTEMS ....ciereeieresierrenisersesssessssssssssssssssssssssssssssssssssssssses 4-153
Graphic, Requirements for Accounting and Internal Controls Systems at Schools Participating in
the Title IV, Federal Student ASSISLANCE PrOGIAMS...........ouueereerrerresresisssssisssssssssssassssssssssssssssssssssssssssassans 4-153
ACCOUNTING RECOTAS ..ucereriieiireieinneissississssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssses 4-154
BOOKKEEDING ANA rECOITKEEPDING......ceeeeeereeererrieseissirsisssissississsssisessssassssssssssassssssssssssssssassssssssssassssssssssasessssssssassssssass 4-154
Fund Accounting Systems and the FSA Programs .........ceneeneeseesseessessessssssesssssssssssesssesssssssess 4-155
AUTEETQULS oo essse s sssse s s s sase s st b s e AR a b sines 4-156
CRIGIT OF ACCOUNTS ettt isse st as s s bbbt sttt s bbbttt 4-156
Chart, Examples of Information a School’s Accounting System Must Be Able to Provide...................... 4-158
SUMMQATY CRAIE OF ACCOUNLS oot sseisesssssisssasssssssssasssssssssassssssasssassssssassssssasssassssssssessssssssasesassssesaes 4-160
ACCOUNT DELAIIS ..ottt sssssss st sssssssssssssssssssssssssssssssasssssssssssssssssssssssssssssssssssssssssssnns 4-172
Appendix B—A School’s Financial Management Systems .........cvenenenenenesennnnn, 4-199
Financial ManagemeENnt SYSTEMS ... ssseisssssssstssesssssssssssssssssssssssssssssesssssssssesssssssssess 4-199
The Network of RESPONSIDIlITIES ......c.cceiveerrrereiesinsirsissssississssss st ssssssssssssssssssssssssssssssssssssssssssssssssssasssnns 4-201
TRHE CEO'S OffICE...curvuneeureeurevirseiseisssisseisessssisssisssssssssssssssssassssssssssssssesssessssssasssssessssssssssssessssssssesssesssessssssssessssssssssssesssessssses 4-201
Graphic, CEQ's/President’s RESPONSIDIIIEIES .........c.vvvereursereereirsisessississssississssssssssssssssssssssssssssssssssssssssssssssss 4-202
The financial aid office . 4-203
Graphic, Responsibilities Commonly Assigned to a School’s Financial Aid OffiCe......vneesecnsinseenenn. 4-203
The business (bursar’s) office....... 4-204
Graphic, Responsibilities Commonly Assigned to a SChool’s Business OffiCe ..........uuvererernsessessesseeneens 4-205
Synchronizing operations and responsibilities 4-206
Graphic, FWS Questionnaire on Network of RESPONSIDIlItIES ............ceeevererrrerresresressessessesssssesassassassssesses 4-207
Internal Controls—A System of Checks and BalanCes.......eeinenncinsnsenssnessessssssssssssssssssseses 4-208
WAL IS INEINIAT CONTIOL sttt sttt bbb sttt bbbt 4-208
COMPONENLS OF INEEINIAI CONLION ..ueeeeserverrrrrrsrrriestsstss s sssssssssssssssssessessessssassassassasssessesss s sessassassassssssessssessessans 4-208
Control activities important in MANAGING FSA fUNGS........cvverrerrerrrrnessisssssssssssssssssssssssssssssssssssssssssssssssssssssssessons 4-212
TRE SEPAIATION OF FUNCEIONS .....eevevrvereeriestssissrissssssssssssessessssssssssasssssssssssssssessessessassassassassssssessessassassassassassasssessessssasses 4-212
Trial balance 4-214
Reconciliation of bank records 4-214
Reconciling FSA funds 4-215
Graphic, Example of An Audit Trail for an FSEOG CASH DIQW .......uceeeeeeeereereerresressessessessssssssssassassassssesses 4-216
Electronic data processing (EDP) controls 4-217
Other checks and balances ... . . 4-218

Assigning specific duties to individual employees, Rotating job assignments.
Mechanical devices and system safeguards

Policies GNd ProOCEAUIES MANUAIS.........c.cevereseissiesiesiessssssisssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssasssssssssssssssssans 4-219
Graphic, Examples of Topics that Should be Included in a School’s FSA Policies and Procedures........4-220
Evaluating and Improving Your School’s Financial Management Systems...........cooeeveeunneeneceseeeeens 4-222

SCOU-QUAIUGLION ..ot siss s st ssse st a s sase s b s st bbb 4-222

PEEI @UAIUGLION ..ot isssiss s s sss bbbt b s st s bbb ssssssasassssnsases 4-224
Sample Format, Direct Loan Reconciliation WOIKSREEL ..............ueeeeueeeeeeerereresisessesssessssesssssssssassessssessesans 4-225

FSA HB July 2016




Volume 4—Processing Aid and Managing FSA Funds, 2016-2017

FSA HB July 2016



